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 ABSTRACT 
When a nation experiences changes through growth and economic development due to 
internal expansion and global competition it influences government administration and how 
its leadership copes. Government leaders are required to innovate and transform the public 
service to ensure efficient and effective service delivery and the overall well-being of the 
state. The results of innovation in public servicehave contributed to enhancing public 
experience and making public service reliable, easier and transparent. Policy and law, 
leadership, socioeconomic environment and citizen participation are vital conditions for 
innovation and transformation to be achieved and carried out.The process of decentralization 
is encouraged when a nation progresses and government administration is expected to 
innovate and transform in order to be sustainable and to remain relevant. This is necessary 
when the local community becomes more complex and public services need to be carried out 
and fulfilled. 
Keywords: Administration, Decentralization, Innovation, Transformation, Public service. 
1. INTRODUCTION 
The federation of Malaysia comprises three tiers of government i.e. federal government, state 
government and local government. The Malaysian Constitution describes the federal 
government as “sovereign national”; the state government as “quasi sovereign” and the local 
government as “infra sovereign”. In brief, the federal government is headed by a 
constitutional monarch and the executive branch of government by the Prime Minister.  At 
the state level there are thirteen states with nine states each ruled by a hereditary ruler and the 
remaining four states each headed by a Governor. 
As nations grow and population increase there will be creation of new administrative zones, 
towns and cities. There will be merging of rural areas into urban conurbations which will 
require new administrative centres and offices. These will need to be managed by a 
transformed public service with accompanying powers of administration to ensure effective 
provision of services to the community. As such, the new normal in government 
administration should be based on smart governance, innovation and a transformed public 
sector.  Therefore, public sector administration will require new knowledge, possessing the 
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latest technology, innovative partnerships and transformative administrators who can engage 
with the local community. 
2. DECENTRALIZATION 
In many countries today, decentralization as a process has occurred due to significant 
economic growth and rapid urban development which have enormous consequences on the 
nation’s economy, community and public-sector management. Thus, there is an increasing 
need to ensure that the national government is able to meet public services demands; ensure a 
thriving economy and is capable of practising good governance. According to both 
Mkhatshwa and Otekat (2005) decentralization involves three elements; political 
decentralization, democratic decentralization and administrative decentralization. Political 
decentralization is the devolution of political decision-making powers to sub-national 
governments while democratic decentralization involves having locally elected and locally 
accountable representatives.  On the other hand, administrative decentralization entails 
devolving of central functions to the lower tier governments and in most instances 
necessitates a share of the national income from the central purse to local areas and allowing 
tax-raising and spending powers. It is an enormous challenge for a central government to 
yield to the administrative and political needs of the community and practice good 
governance. In other words, not all central governments are capable of administering the 
nation and meeting the needs of the public without the support of lower tier governments.  
The challenges facing central governments such as in enabling political stability, allowing 
local representation and administering effective services for its community create the need for 
a legitimate intergovernmental relationship. Indeed, the central government has to maintain 
good relations with its sub-national governments and this may entail decentralizing powers to 
the lower tier governments. 
A balanced partnership has to be established between the levels of government for as a nation 
advances, its rapid growth is contingent upon the ability of central government to govern at 
the centre and sub-national governments to govern at the local level. Suffice to say, 
decentralization of this nature seeks to improve governance and service delivery by a 
delegation of duties from a higher level of government to lower level tiers with a 
corresponding transfer of authority.  And in almost all cases, lower tier governments are state 
and local governments (inclusive of provinces, districts and communes). Decentralizing 
powers and relegating authority to state and local governments serve to reduce delays and 
rigid bureaucratic processes. This process requires both administrative and political will 
especially on the part of the central government. Logically, it has to be accepted that state and 
local governments need to have a certain degree of powers to enable them to shape local 
policies and to provide services efficiently. Indeed, central government needs to adjust to 
changing circumstances which necessitate recognising sub-national governments as spheres 
of authority too. 
3. INNOVATION 
Sanford Borins, an “innovation guru” defines “innovation” in a simple way.  Innovation is an 
“initiated idea resulting from a public concern or problem which is successfully implemented 
by formulating and implementing new way of solving the public concern” (Borins 1998). 
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When Borins’s book was published in 1998, innovation was a relatively new word for many 
administrators in the public sector. However, 20 years later, this word “innovation” appears 
to be the “lingua franca” for public administrators and government leaders involved in 
changing the way government service has to be managed. In present day public sector 
management, innovation has come to be acknowledged as necessary for expediency and 
upgrading public service delivery. The challenge from smart technology and automation 
globally necessitates modernizing the institutions of government and changing the mindset of 
contented administrators used to the usual style of operating the public sector.  Indeed, public 
administrators need to be equipped with innovative traits as innovation requires expanding an 
existing idea into a new form and new experience. 
The intervention of innovation in public service can result in creative and strategic 
administrators as well as an enhanced mode of service delivery system to the public. An 
illustration of innovation intervention that has taken place in the last two decades is in the 
decreasing use of papers and hard copies in offices and quicker communication. Innovative 
technology has increased “paperless” application and made communication easier. For 
instance, using pen and paper to fill up an application form is now obsolete as many 
institutions require on line applications instead. With the availability of social media and 
infrastructure such as the smart phones (“wee-chats”, “what’s apps.” etc.), computers, inter-
nets, e-portals plus many other applications and Internet of Things (IoT), communication has 
become better, faster and easier.   
Embracing innovation has made public service delivery and interactions with the community 
more reliable and easier and soon the old mode of service will need to be replaced quickly if 
the public service is to be efficient and effective. The application of innovative technology in 
the public sector can be seen in some cities such as the City of Chicago for example, where it 
provides internet and smartphone applications to organize community-based snow shovelling 
services especially in places where the city authority cannot immediately intervene (Prakash, 
semiwiki.com, 01/26/2016). Mexico and Honduras use the Internet as a complementary 
source of policy-relevant data and law enforcement agencies use anonymous incident reports 
via Facebook, Twitter and SMS to complement official crime statistics in geographical areas 
that lack up to date data. In the United States, the Billion Prices project collects consumer 
prices data from online retailers to complement and in some cases anticipate the production 
of official inflation statistics (Cavallo and Rigobon, 2016). 
Indeed, innovation intervention in the public sector has resulted in upgrading and 
modernizing public services. According to The Organisation for Economic Co-operation and 
Development “public sector innovations appear to be strongly focused on improving 
dimensions such as service quality, user satisfaction and administrative efficiency (OECD, 
2014). 
3.1 Conditions for Public Service Innovation (PSI) 
A vital point for innovation to be created and carried out is the condition for which 
innovation itself is able to take place (Vigoda-Gadot, Shoham, Schwabsky and Ruvio 2008). 
Conditions for PSI are defined as circumstances or antecedents that influence innovation and 
many scholars address four critical conditions in regard to PSI innovation. These four are: 
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1. Policy and Law,  
2. Leadership,  
3. Socio-economic environment and; 
4.  Citizen participation.  
Among these four, the third condition is a starting point for innovation. Socioeconomic 
environment incorporates social, economic and technological elements which are pivotal 
agents for innovation. Then citizen participation improves innovation further by adding on 
citizen knowledge and support which is crucial to sustaining innovation. Policy, law and 
leadership, on the other hand, are unique where these elements are required to improve the 
administrative process of innovation and its outcomes (Bjorkquist, Ramsdal and Ramsdal 
2015). It is imperative that there is smart leadership to enable organizational willingness and 
engagement in transforming further innovation (Dobni, Klasses and Nelson 2015). 
4. TRANSFORMATION  
Transformation is an evolution or journey from the present status quo to a different and better 
state. Transformation is about metamorphosis. It’s a “thorough, radical, or dramatic change” - 
a transition from one substance to another. Transformation as a powerful tool can be used for 
either good or ill intents. Needless to say, transformation in the public sector connotes 
changing to the better. Transformation when it occurs should produce an improved state of 
things, and can be measured as an outcome of the process. Transformation is the tangible 
process, structure, or building block for future success. 
The Strategy Meets Action (SMA), a leading strategic advisory services firm define 
transformation as “a core system replacements, during which existing and necessary process 
and system are shifted and moved into a better state through improved technology and 
processes.” Transformations are evolutionary and occur over a period of time. SMA 
conducted an industry research and the result was a difference between innovation and 
transformation. According to SMA’s research findings in the insurance industry, 13% of 
insurers are innovative, while 45% are identified as transformative (Smallwood, 2016).This 
result acknowledges the significance of transformation vis-a–vis innovation and that 
transformation is a continuous effort in many institutions. It also shows that staffs recognize 
the importance of transformation and thus deem it as necessary. The implication for the 
public sector is that transformation is significant and for an organization to improve there has 
to be innovation as well. These two aspects will create government officers who can be 
creative and strategic in thinking thereby sustaining the future of the organization. The 
following discussions exemplify this justification. 
5. FINDINGS AND DISCUSSIONS 
5.1 Innovation and Transformation in Malaysia’s Procurement System 
An analysis of the procurement system in Malaysia’s public sector will attempt to illustrate 
both innovation and transformation and their importance to an institution. Generally, when 
procurement occurs, a form of public expenditure has been made which has an economic and 
social impact on the citizens. On an average a Malaysian public expenditure on procurement 
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is between 25% -30% of the nation’s Gross Domestic Product (GDP). If the procurement is 
carried out efficiently and effectively, it will assist the government to achieve the nation’s 
goals and objectives. Proper process in procurement reduces costs and leverages on 
transparency.  It can be cost effective and removes the perception of mistrust in government 
dealings when carried out according to rules and regulations.  This will be in line with the 
transparency policy and create a favourable public service (OGC, 2008). Proper procurement 
process can enhance the image of the public sector and in fact, government purchasing power 
can be a lever to deliver broader government objectives (McCrudden, 2004).  
In 2000, in line with the introduction of PSI, the Malaysian government initiated the 
electronic procurement system, known as e-P.  This e-P system allows the Government and 
the business to procure online and is more transparent and efficient.  This method of 
procurement transaction helps to reduce the bidding costs and increase efficiency. In the 
manual procurement process, every single step involves the presence of personnel, their time 
and related resources.  With the implementation of the e-P system, by 2010, a total of 2,534 
suppliers and 72,599 procurement entities had been e-P enabled, and the transaction value 
reached RM11 billion (USD3.1 billion) (Adham and Chamhuri 2014). This ultimately 
modernized the procurement process in Malaysia.  Indeed, with the e-P innovation the public 
sector had been rejuvenated and transformed. 
The process of transformation in procurement was further enhanced with the introduction of 
the e-Bidding Module in 2010. This e-Bidding Module was integrated into the e-P system to 
achieve better decision making and openness in the whole process. The adoption of E-
Bidding Module introduced an interesting concept of a ‘real-time reverse auction’.  A reverse 
auction is a dynamic, real-time negotiation between the purchasing government department 
and several pre-qualified suppliers who will compete against one another to win the contract 
to supply goods or services to the government department. The strength of E-Bidding lies on 
the decision making aspect. Firstly, the bidding process is quick and is similar to the e-bay 
mechanism. Secondly, only genuine bidders can participate as the mechanism allows the 
filtering out of undesirable competitors. Finally, the process is made more transparent as each 
party has open access to the same information regarding the bidding. Needless to say, E-
Bidding Module leads to greater costs savings, faster procurement process, quick payment, 
reduce bribery and overall, improve public integrity.  
In 2011, the public sector implemented the Outcomes-Based Budget (OBB).This further 
successfully transformed the procurement system and processes and improved the structure 
of budget allocation and expenditure. This innovative step led to optimizing the use of the 
budget based on specific objectives and measured results.  In this way, the budget allocation 
can be utilized efficiently and effectively thereby ensuring the best value for money.  
Effectively, the OBB helped to reduce corrupt practices (EPU 2010).  
5.1.1 Findings on Procurement System  
Initial results from the successful innovation and transformation of Malaysia’s procurement 
function are listed as follows: 
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- more than 3,500 procurement contracts had been listed in the My Procurement data-base. A 
total of 132,459 integrity pacts had been signed between the government and its 
vendors/suppliers (reaching 77% of government procurement Integrity Pact); 
- with regards to the Procurement Accountability Index, 18 out of 25 ministries scored above 
90% in 2011.  This is a significant improvement on accountability value; 
- the establishment of 14 special Corruption Sessions Courts and 4 special Corruption High 
Courts to expedite corruption trials (more than 424 cases have been processed and 249 cases 
have been completed) with the completion of 59% corruption trials within one year; and 
-the listing of 496 convicted corruption offenders in the ‘Malaysian Anti-Corruption 
Commission (MACC) Name and Shame Lists’.  
The latest transformation step in Malaysia’s procurement process is the Government Green 
Procurement (GGP) exercise. The GGP is an initiative taken so as to be in accordance with 
the government’s national agenda of sustainable development. In the context of Malaysia, 
GGP refers to the acquisition of products, services and work in the public sector that takes 
into account environmental criteria and standards to conserve the natural environment and 
resources, which minimises and reduces the negative impacts of human activities (Malaysian 
Administrative Modernisation and Management Planning Unit (MAMPU) 2013; Adham and 
Siwar 2012). GGP is used as an instrument to help Malaysia achieve the carbon dioxide 
(CO2) emissions reduction targets by up to 40 percent of the intensity of GDP by 2020 as 
compared to its levels in 2005. Moreover, the use of environmentally friendly products and 
services is expected to increase the potential of energy efficiency by 40 percent by the year 
2020 which will result in cost savings of RM295 billion, generate RM7.2 billion in 
incremental Gross National Income (GNI) and create over 47,000 jobs in the green industries 
(Performance Management and Delivery Unit (PEMANDU),(Malaysia, PEMANDU, 2017). 
From the discussions on PSI in Malaysia thus far, the innovation activity is very much 
centred on service delivery and transformed by smart technology. This has been well 
illustrated by the findings from the procurement process.  While the results are based on the 
procurement system, however, innovation and transformation needs to be applied 
continuously to the other sectors in the government.   This is to ensure that Malaysia’s public 
service can grow and be sustainable in the midst of global changes and technological 
advancement. 
5.2 Coping with Change in Government Administration and Findings from Malaysia 
and Selected Countries  
There are significant examples that show how government administration and leadership 
cope when changes occur in a particular country due to internal expansion, global 
competition and the need to stay relevant.  Government leaders are required to innovate; and 
management has to be smart to ensure overall well-being of the state.  The city of Aqaba in 
south of Jordan, was intentionally created and set up as a special zone with business and 
seaport facilities to boost the economic growth of Jordan. The government of Jordan 
established a new city authority and called it the Aqaba Special Economic Zone Authority 
(ASEZA). This required new laws, governance structure and powers to enable this new city 
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to be administered with less control from central government (Aqaba Special Economic Zone 
Law No. 32, 2000); (Kardoosh, 2005).  With a free-port status, this city has become the 
gateway to the country. 
In Spain, the City Council of Barcelona is given special administrative powers that allow it to 
carry out functions as a smart city.  The special relationship that the city council has with 
central government means decentralizing powers to enable the council to act according to the 
special requirements of managing a smart city (Barcelona City Council, 2016). 
In the special economic zones (SEZs) of China, as in Shenzhen SEZ; these are intentionally 
encouraged to develop so as to speed national economic growth and development.  Structural 
reforms resulted in rapid economic growth and transformation of the nation (Phang, 2013).  
These SEZs are given powers to negotiate business deals and partnerships with foreign 
agencies without much central government interference. For instance these SEZs are given 
leeway to build industrial and technology parks and become autonomous business hubs. 
Similarly, in Malaysia because of industrial and economic objectives, there is a purposeful 
creation of modified local authorities, namely, Johor Tenggara Town Council, Kulim Hi-
Tech Industrial Park Local Authority and Tioman Development Board. These modified local 
authorities are not considered local government units but are delegated the powers to perform 
and carry out local council functions. This process involves federal and state intervention 
with delegation of authority as provided for in Sections 3 and 7 of Act 171(Malaysia, 1976).  
In Malaysia, in the area of decentralization and intergovernmental relations, the federal 
structure of the government tends to be heavily biased towards the central government.  As 
the third tier of government, local government is the weakest level after the state and federal 
governments.  However, both the state and local governments operate within the framework 
of being politically, economically and financially subordinate to the federal government.  
Notwithstanding, the Federal Constitution provides for some semblance of state and local 
autonomy but the exercise of such powers is also constrained by the Constitution itself as 
listed in Part VI (Relations Between the Federation and the States), Section 95A (National 
Council for Local Government) and the Ninth Schedule of Legislative Lists (Federal List and 
State List).  Malaysia’s intergovernmental relation is based on institutionalized policies and 
rules which provides for formal harmony and administrative decentralization.  But, as a 
consequence of an absence of local government elections, and formal delegation of powers to 
local government via the community, political decentralization has been weakened and the 
consequence may be informal discord in relations.  The attempts at transferring of powers to 
local government in Malaysia and relationship between the tiers of government can be 
described as “formal harmony amidst informal discord” (Phang, 2006). 
Increasingly, many more national governments in developing countries such as those in 
Kenya, Tanzania and Honduras are devolving some powers to their local governments and 
creating opportunities for their local councils to be autonomous and more active in social and 
economic development (United Nations Population Fund, 2007).  The process of 
decentralization is also being encouraged by the European Union and several countries in 
Latin America where there is a demand for local democratic control and autonomy (Devas, 
2006).  This is especially so when nations grow and government administration is expected to 
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undergo a change in order to remain sustainable and in some cases to be relevant.  In the 
future, government leadership, to stay relevant, will need to be aware of changes within its 
borders especially when communities become more complex and demanding.    
As a consequence, it requires the central government to re-examine its new environment and 
take stock of current realities regarding its position vis-à-vis power sharing and autonomy of 
local government.  For example, in city and urban management the notion of one ideal 
administrative system that can be perfectly duplicated for other urban centres in the country 
cannot be rationalized in present circumstances.  Within the ambit of central government 
administration lower tier governments are required to be given wider powers and leverage to 
manage local affairs and this should be the norm in future administration of urban areas.   
6. CONCLUSION 
There are significant examples that show how government administration and leadership 
cope when changes occur in a particular country due to internal expansion, global 
competition and the need to stay relevant.  Government leaders are required to innovate; and 
management has to be smart to ensure overall well-being of the state.   
There are important lessons to be learnt from decentralization, central-local government 
relations and transfer of powers in any type of political system.  The starting point may be 
different between nations with some already having in place a set administration and system 
of governance while others are beginning to develop some form of power sharing and 
delegation suitable to their requirements.  The basic element is the role of the central 
government in setting the direction for any relationship with their sub national governments.  
The overriding conclusion is deriving that form of engagement which will enable a nation to 
achieve good public sector management and overall good governance. 
In summary, to enable a re-think on government administration, innovation and 
transformation in the public service can be further boosted by having prestigious achievement 
awards for innovators. At present the Malaysian Government has introduced a 2-tier award 
recognition scheme for the Public Service. The first tier is the Prime Minister's Innovation 
Award (AIPM) which is the most prestigious and unique Public Service award to recognize 
innovations that are significant and bring high impact to the country. The awards are meant to 
foster creative and innovative culture among Public Sector agencies.  
Malaysia’s 11th Malaysia Plan advocates that public administrators be professional and 
technology savvy.  The public sector should not work in silo and an integrated approach in 
administration will ensure a more efficient public service delivery.  Perhaps, the doctrine of 
promoting excellence and professionalism in government administration should be the future 
mantra of government service. Overall, it is the target of every government to translate 
innovative activity into tangible performance improvements (Salge and Vera, 2012). This 
goal can be achieved if a re-thinking of government administration is set on innovative ideas, 
radical transformation in connecting with the public and keeping pace with smart technology.  
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